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Breaking through the clouds

May 30, 2024

Showers of relief or angst? Crucial season arrives

All eyes are peeled on the south-west monsoon, which has debuted in Kerala and the north-east.

Healthy, timely and well-distributed rains can lift agriculture incomes by bolstering rural demand, which was
impacted in the past fiscal and is currently showing some signs of revival.

Robust crop output can control food inflation that has been hovering above 8% for six months. Combating food
inflation, with non-food inflation already being low, can provide policy room for interest rate cuts.

Hence the need to track monsoon forecasts closely. As more information becomes available over the next few
weeks, CRISIL’s Deficient Rainfall Impact Parameter (DRIP) index will be employed to closely assess the impact of
rains on states and crops after accounting for irrigation vulnerability.

The forecast

The verdict on ‘overall’ above-normal monsoons stands confirmed: Southwest monsoons arrived today in
Kerala — two days before the normal date and as per the India Meteorological Department’s (IMD)’s prediction for
this year. Earlier this week, the IMD reaffirmed its April prediction of above-normal rainfall for the 2024 southwest
monsoon, forecasting rainfall at 106% of long period average (or LPA) between June and September, with a model
error of £4% (chart 1).

In its April 9 forecast, Skymet, a private weather forecaster, too, had predicted rainfall at 102% of LPA for the
season.

The weakened EI Nifio conditions are expected to allow La Nifia conditions to develop in the latter part of monsoon.
La Nifia, following El Nifio, generally favours the Indian monsoon, according to data of the past 72 years studied by
the IMD.

At present, the Indian Ocean Dipole is neutral and likely to turn positive (benefitting Indian monsoons) in the latter
part of the season.

Regional and temporal distribution: IMD’s update on the regional spread also reaffirms possible worries for
India’s east and north-eastern parts, which are expected to receive below-normal rainfall. In contrast, northwest
India sees a higher probability of normal rains amid the forecast of above-normal rains in central India and the
southern peninsula.

Skymet’s more granular forecast predicts a risk of deficit rains in Bihar, Jharkhand, Odisha, and West Bengal
during the peak monsoon months of July and August, while the northeast, in general, is expected to see “less than
normal rains during the first half of the season”, the agency noted. It expects good rains in the south, west and
northwest regions, and adequate rainfall in Madhya Pradesh and Maharashtra?.

The IMD forecasts normal rains in June, but above-normal temperatures in most parts of northwest and adjoining

1 https://www.skymetweather.com/content/weather-news-and-analysis/skymet-weather-forecasts-normal-monsoon-for-india-in-2024/
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areas of central India (charts 2 and 3) that could cause some disturbance. Rainfall in July and August is crucial for
agriculture, as most sowing activities take place during this period. However, the fields are ploughed and sowing
begins in June. Above-normal temperatures predicted in the month could impact the availability of labour or the
ability to work under extreme conditions. High temperatures also bring other challenges such as further depletion of
reservoir levels—which are already 24% below capacity—due to faster evaporation.

Lessons from 2023: Regions and crops that cannot afford another year of deficit rains

Areas and crops that see weaker rains for a second straight year could suffer more than others. Using our results
from last year’'s DRIPZ, in charts 4 and 5, we highlight some such areas and crops which suffered in 2023. Notably,
our results were broadly corroborated by the government’s second advance food production estimates for 2023-24.

In 2023, despite a normal overall southwest monsoon, its uneven distribution across states impacted many crops.

Of the states expected to receive deficit rains this year, Jharkhand, Bihar, West Bengal and Odisha require
monitoring as they were impacted last year as well. Rice, tur and coarse cereals warrant a closer watch as last
year’s uneven rains impacted production and pushed up inflation rates for these crops. Rice, for instance, saw an
average inflation rate of 12.2% in fiscal 2024, tur 33.4% and coarse cereals 10.9% in 2023-24.

The scorching heatwave

This year, April and May have already withessed more than the usual number of heatwaves, and June is expected
to tread this path, too. While rains are predicted to be normal in June, the IMD is also expecting above-normal
temperatures in most parts of northwest and adjoining areas of central India.

The spell of heatwaves this year began in April in the eastern and southern parts of India, while May has mostly
seen heatwaves in Northwest and central India.

This year’s heatwave occurs outside the cropping season for major crops, unlike in 2022, when it hit during the
wheat harvesting period in March. However, the impact could be borne by vegetables grown in summer, which
could be mitigated by farmers shifting their cropping patterns; or even growing heat resistant crops such as millets
in the current summer period.

Chart 1: Rainfall forecasts for the southwest season
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Note: First long-range forecast has a +5% model error, while updated forecasts have +4%
Source: IMD, CEIC, CRISIL

2 DRIP index takes into account rainfall deficiency as well as dependence of states on rainfall (share of irrigation cover).
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Chart 2: Rainfall forecast probability in June Chart 3: Heatwave forecast probability in June
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Chart 4: State-wise DRIP scores for 2023 Chart 5: Crop-wise DRIP scores for 2023
35.0 14.0
30.0 12.0
25.0 100
20.0 80
15.0 '
10.0 6.0
5.0 = | 40 = —
0.0 - = -_— - -— | |
. ko) © [ E =z - © 2.0 -_— ||
c = X > 7] <
© = & = c ] 0 0.0
o n I [a0] o) e} S .
= © c 0 © o) 5 5 © c o) © c
© @ < - o = 2 % g N o =]
= 5 ~ g © I} ol o ‘2‘5 a4 °
= ; c i 8\ O
] 0
C
<
2023 =Average of preceding 5 years 2023 = Average of preceding 5 years

Note: Higher the DRIP score in relative terms, higher is the stress in the state/crop
Source: CRISIL

Research 3



Analytical contacts

Dharmakirti Joshi Dipti Deshpande

Chief Economist, CRISIL Limited Principal Economist
dharmakirti.joshi@crisil.com dipti.deshpande@crisil.com
Pankhuri Tandon Bhavi Shah

Senior Economist Economic Analyst
pankhuri.tandon@crisil.com bhavi.shah@crisil.com

Media contacts

Aveek Datta Roma Gurnani Sanjay Lawrence

Media Relations Media Relations Media Relations

CRISIL Limited CRISIL Limited CRISIL Limited

M: +91 99204 93912 M: +91 70662 92142 M: + 91 89833 21061
aveek.datta@crisil.com roma.gurnani@ext-crisil.com sanjay.lawrence@crisil.com

About CRISIL Market Intelligence & Analytics

CRISIL Market Intelligence & Analytics, a division of CRISIL, provides independent research, consulting, risk solutions, and data & analytics.
Our informed insights and opinions on the economy, industry, capital markets and companies drive impactful decisions for clients across diverse
sectors and geographies.

Our strong benchmarking capabilities, granular grasp of sectors, proprietary analytical frameworks and risk management solutions backed by
deep understanding of technology integration, make us the partner of choice for public & private organisations, multi-lateral agencies, investors
and governments for over three decades.

About CRISIL Limited
CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better.

It is India's foremost provider of ratings, data, research, analytics and solutions with a strong track record of growth, culture of innovation, and
global footprint.

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers through businesses that operate
from India, the US, the UK, Argentina, Poland, China, Hong Kong, UAE and Singapore.

It is majority owned by S&P Global Inc, a leading provider of transparent and independent ratings, benchmarks, analytics and data to the capital
and commodity markets worldwide.

For more information, visit www.crisil.com

CRISIL Privacy Notice

CRISIL respects your privacy. We may use your personal information, such as your name, location, contact number and email id to fulfil your
request, service your account and to provide you with additional information from CRISIL. For further information on CRISIL’s privacy policy
please visit www.crisil.com/privacy.

Disclaimer

CRISIL Research, a division of CRISIL Limited (CRISIL) has taken due care and caution in preparing this Report based on the information
obtained by CRISIL from sources which it considers reliable (Data). However, CRISIL does not guarantee the accuracy, adequacy or
completeness of the Data / Report and is not responsible for any errors or omissions or for the results obtained from the use of Data / Report.
This Report is not a recommendation to invest / disinvest in any company covered in the Report. CRISIL especially states that it has no financial
liability whatsoever to the subscribers/ users/ transmitters/ distributors of this Report. CRISIL Research operates independently of, and does not
have access to information obtained by CRISIL’s Ratings Division / CRISIL Risk and Infrastructure Solutions Limited (CRIS), which may, in their
regular operations, obtain information of a confidential nature. The views expressed in this Report are that of CRISIL Research and not of
CRISIL’s Ratings Division / CRIS. No part of this Report may be published / reproduced in any form without CRISIL’s prior written approval.

Argentina | China | Hong Kong | India | Poland | Singapore | UK | USA | UAE

CRISIL Limited: CRISIL House, Central Avenue, Hiranandani Business Park, Powai, Mumbai — 400076. India C R I S I L
Phone: + 91 22 3342 3000 | Fax: + 91 22 3342 3001 | www.crisil.com

[ /company/crisil-global-research-&-risk-solutions @ @CRISILGRRS E3/CRISILLimited @B /user/CRISILLimited (@ Follow us on @lifeatcrisil An S&P Global Company



http://www.crisil.com/
mailto:dharmakirti.joshi@crisil.com
mailto:adhish.verma@crisil.com
mailto:pankhuri.tandon@crisil.com
mailto:aveek.datta@crisil.com

